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E.O. 11652: N/A 

TAGS: BEXP, BFOL, BENC, WZ 

SUBJECT: COAL PROCESSING PLANT FOR SWAZILAND 
REF: (A) STATE 94335, (B) STATE 60395, (C) STATE 69626 

1 . POST WELCOMES REF (A) SENSE OF URGENCY CONCERNING COAL 
PROCESSING PROJECTS FOR SWAZILAND. FOLLOWING IS BASED ON 
EMBOFF'S TALKS WITH GOS OFFICIALS AND PRIVATE BUSINESSMEN 
CONCERNING FEASIBILITY OF PROJECTS. 

2. THERE ARE TWO SEPARATE LINES OF LOCAL THOUGHT ON THIS ISSUE; 
HOWEVER, BOTH SIDES AGREE THAT COAL PROCESSING IS BOTH DESIRABLE 
AND FEASIBLE FOR SWAZILAND. THE DIFFERENCE LIES IN THE TYPE 

OF PROJECTS TO BE PURSUED. ALLEN DLAMINI, HEAD OF GEOLOGICAL 
SURVEY AND MINES, AND MOST PRIVATE SECTOR BUSINESSMEN FAVOR 
RELATIVELY SMALL PROJECTS FOR ON-SITE GASIFICATION AS WELL AS 
A THERMAL POWER PLANT. ALLEN NXUMALO, MINISTER OF WORKS, 

POWER AND COMMUNICATION, FAVORS A SASOL-TYPE PROJECT, (WHICH 
WOULD REQUIRE A MASSIVE INVESTMENT) TO PRODUCE PETROLEUM AND 
EVENTUALLY PETROLEUM-BASED PRODUCTS. NXUMALO HAS FORMALLY 
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REQUESTED WEST GERMAN GOVERNMENT TO FINANCE A FEASIBILITY STUDY 
BY A GERMAN FIRM K. D. H. WHICH MAINTAINS AN OPERATION IN 
SOUTH AFRICA. POST SEES THIS LATTER PROJECT AS UNREALISTIC 
FOR SWAZILAND. 

3. SWAZILAND CURRENT COAL EXPLOITATION, FOR BOTH DOMESTIC USE 
AND EXPORT, IS MINIMAL (60,000 TONS PER YEAR). ALTHOUGH RESERVES 
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ARE NOT PROVEN AS YETTE, THERE ARE SEVERAL HUNDRED MILLION TONS 
OF ANTHRACITIC HIGH-GRADE, HIGH-VOLATILE COAL AS WELL AS SEVERAL 
HUNDRED MILLION TONS OF LOWER GRADE COAL. (USING WIDELY 
INFLATED FIGURES FOR INCREASED FUTURE CONSUMPTION, SWAZILAND 
HAS ENOUGH COAL RESERVES FOR 400 YEARS). WHEN SURVEYS ARE COMPLETED, 
THEY ARE EXPECTED TO SHOW THAT GOS HAS RESERVES OF 1 BILLION TONS. 

4. SHELL COAL HAS BEEN DOING TEST DRILLING IN SWAZILAND FOR 
SEVERAL YEARS AND IS ABOUT TO MAKE GOS AN OFFER FOR MINING 
HIGH-GRADE. LOW-SULPHUR COAL. THE COAL IS REMARKABLY 

LOW IN SULPHUR AND WOULD BE EXPORTED TO JAPAN, EUROPE. AND U.S. AS 
A REDUCTANT FOR OXIDE OR SULFIDE ORES. HOWEVER, EVEN WHEN 
EXPORT MARKETS ARE DEVELOPED (SHELL IS WORKING ON THAT NOW) 

THERE STILL WOULD BE SUFFICIENT COAL FOR DOMESTIC USE. 

5. LOWER GRADE COAL IN SWAZILAND TENDS TO PRODUCE HIGH 
GRADE COAL WHEN WASHED; IT BECOMES LOW-ASH, LOW-CARBON, HIGH 
CALORIFIC, WITH A 70 PERCENT YIELD OF HIGH QUALITY COAL. 

THE LOWER GRADE, EVEN WHEN WASHED, IS STILL HIGHER IN SULPHUR 
CONTENT THAN SWAZILAND’S COAL. HOWEVER, IT IS STILL QUITE 
USABLE FOR COAL TO GAS PROCESS. 
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6. GOS FEELS THAT SWAZILAND HAS MORE THAN SUFFICIENT 
RESERVES FOR DOMESTIC USAGE. USUTU PULP MILL HAS 
DECIDED TO GO AHEAD ON ITS OWN AND EXPAND ITS PILOT PROJECT 
(MBABANE 0465). USUTU WILL CONVERT AT LEAST ONE OF ITS 
FURNANCES TO A COAL-TO-GAS PROCESS; COAL-TAR OIL WILL BE 
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DRAINED OFF AND TREATED FOR USE AS FURNANCE FUEL FOR OTHER 
BURNERS. AT PRESENT, USUTU IS PAYING E87 PER TON FOR 
INDUSTRIAL FURNACE OIL WHILE HIGH-GRADE COAL IS SELLING 
FOR E30 PER TON.THE PLANT MANAGER AT USUTU ESTIMATES 
THAT IT CAN PAY BACK THE LOAN FOR THE CONVERSION PROCESS 
IN FIVE YEARS OUT OF FUEL SAVINGS. 

A. THE HOLIDAY INN COMPLEX (THREE HOTELS AND A CASINO 
IS DEFINITELY INTERESTED IN INSTALLATION OF A COAL-TO- 
GAS PROCESS TO CUT DOWN ON ELECTRICITY COSTS WHICH 
HAVE RISEN 300 PERCENT IN FIVE YEARS. IF PLANT COSTS 

ARE TOO HIGH. THEY STILL WOULD BE INTERESTED IN PURCHASING 
GAS. 

B. GOS IS MAKING A MAJOR EFFORT TO SET UP A PELLETIZA- 
TION PLANT IN ORDER TO KEEP ITS ONLY IRON ORE MINE 
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OPERATING. LUXEMBOURG HAS AGREED TO ASST GOS IN 
SETTING UP PLANT. DEPENDING ON DESIGN OF PLANT, IT 
COULD BE A MAJOR USER OF COAL GASIFICATION OR RAW 
COAL. 

C. ANOTHER MAJOR POSSIBILITY WOULD BE THERMAL 
POWER PLANT. ALTHOUGH FINANCING FROM RSA HAS FAT .TEN 
THROUGH, GOS IS STILL DEFINITELY INTERESTED IN ORDER 
TO ACHIEVE A GREATER MEASURE OF ENERGY INDEPENDENCE 
FROM SOUTH AFRICA. GOS IS THINKING IN RANGE OF 30 
MEGAWATT POWER STATION. ACCORDING TO OFFICIALS AT 
SWAZILAND ELECTRICITY BOARD (SEB), THERE ARE SEVERAL 
STATIONS IN U.S. OF THIS SIZE THAT AREPILOT PROJECTS FOR 
LARGER PLANTS. SEB OFFICIALS FEEL THAT AN ALREADY PROVEN 
PILOT PROJECT IN U.S. COULD BE AN OPERATIONAL COMMERCIAL 
REALITY IN SWAZILAND. 

7. REGIONAL MINERAL OFFICER SWEETWOOD WILL BE VISITING 
SWAZILAND FOR FURTHER INVESTIGATION OF FEASIBILITY OF 
COAL PROCESSING PROJECT IN SWAZILAND. 

8. POST HAS BEEN CONTACTED BY BECHTEL REPRESENTATIVE 
CLEMONS, WHO IS BASED IN JOHANNESBURG. POST PROVIDED 
FACILITATIVE ASSISTANCE IN SETTING UP APPOINTMENTS 

WITH KEY GOS OFFICIALS CONCERNED WITH ENERGY AND TRANS- 
PORTATION. CLEMONS WILL RETURN TO SWAZILAND IN 
EARLY MAY. 

9. WISH EMPHASIZE THAT, CONTRARY TO VIEW IN PARA 2, 

REF (C), POST FEELS COAL PROCESSING PROJECT WOULD BE 
VIABLE AND FEASIBLE FOR SWAZILAND. WE ARE AWARE OF 
COMMENTING IN PAST ON "AIR OF UNREALITY" SURROUNDING 
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MANY PROPOSED GOS PROJECTS. HOWEVER, OUR BELIEF THAT 
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COAL PROCESSING PLAN IS REALISTIC PROMPTED US TO PURSUE 
MATTER WITH WASHINGTON FOR SEVEN MONTHS. RESULTS OF EVALUATION 
BY BECHTEL (AND ANY OTHER FIRMS THAT DEMONSTRATE INTEREST) 

SHOULD REVEAL EXTENT TO WHICH THIS PROPOSAL SHOWS 
PROMISE OF EXPANDING U.S. TRADE AND INVESTMENT RELATIONS 
WITH SWAZILAND. 

WACHOB 
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